University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

4-12-2002

Former Ministry Cavallo Indicted
LADB Staff

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
LADB Staff. "Former Ministry Cavallo Indicted." (2002). https://digitalrepository.unm.edu/notisur/13014

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 53133
ISSN: 1089-1560

Former Ministry Cavallo Indicted
by LADB Staff
Category/Department: Argentina
Published: 2002-04-12
Argentina's former economy minister Domingo Cavallo has been indicted on charges related to
illegal arms shipments to Croatia and Ecuador in the 1990s. The once powerful ex-minister faces up
to 12 years in prison if convicted. The case could also threaten the liberty of former president Carlos
Saul Menem (1989-1999), who was freed in November 2001 after being held under house arrest for
six months.
Cavallo, whose critics consider him the author of the economic model that destroyed the Argentine
economy, today appears to be at the end of a career that took him to the pinnacle of power and even
to a shot at the presidency. The scandal involving illegal arms sales to Ecuador and Croatia first
broke in 1995 and was investigated in two separate legal cases.
Authorities are still trying to determine how some 6,500 tons of weapons officially listed as being
bound for Panama and Venezuela from Argentina ended up in Croatia and Ecuador. The shipments
of cannons and gunpowder, valued at more than US$100 million, reached those countries in
violation of international arms embargoes (see NotiSur, 1998-11-06, 2001-04-27). In one of the cases,
federal Judge Jorge Urso ruled that Menem headed a smuggling ring. The former president was put
under house arrest on charges of illicit association, and his former brother-in-law and adviser Emir
Yoma was jailed until the Corte Suprema de Justicia (CSJ), in a controversial decision, dismissed
the charges on grounds of insufficient evidence and ordered their immediate release (see NotiSur,
2001-06-15, 2001-11-30).
Judge Julio Speroni, meanwhile, was investigating the economic crime of "aggravated contraband,"
which also involved the arms shipments because they passed uninspected through customs. When
the CSJ ordered Menem's release, it also asked the two judges to merge their cases. Thus, the
investigation that led to Menem's arrest went to Speroni's jurisdiction. Cavallo lost protection of
ministry position Cavallo was economy minister from 1991 to 1996 under then President Menem
when the arms-smuggling case broke. He was implicated because he was among those who signed
the decrees authorizing the arms shipments.
In response to the charges, Cavallo said he signed the documents routinely and had no idea they
would be used to hide an illicit transaction. Cavallo was to testify before Speroni on April 9, but
he asked to move his testimony forward to April 3 because he had plans to travel to Washington.
Sources within the legal system said Speroni had a list of 65 questions for Cavallo, who kept his
answers merely to "yes" or "no." Much to Cavallo's surprise, after hearing his testimony, the judge
ordered him detained on suspicion of aggravated contraband. Under Argentine law, a judge can
order an arrest based on suspicion alone and then has 10 days to issue an indictment.
Speroni filed the indictment April 10, stipulating that Cavallo remain in jail and ordering a US
$330,000 embargo on his assets. Cavallo is being held in a military jail in Buenos Aires, where he
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can receive visitors once a day. Although he has few amenities, it is far more comfortable than the
accommodations of most Argentine prisoners. Cavallo could be held under preventive detention
until the end of the year, depending on when the courts rule on the appeals filed by his lawyers.
Cavallo's arrest is merely "a ridiculous piece of nonsense from some judge," said lawyer Rafael
O'Gormann. "It is simply not possible that Cavallo remain imprisoned in this case." Cavallo at helm
for best and worst economic years In his first stint as economy minister, Cavallo was widely credited
for Argentina's economic turnaround.
In 1991, he launched the Convertibility Plan, which, for nearly 11 years, kept the Argentine peso
pegged one-to-one to the US dollar. The orthodox neoliberal economic policies, accompanied by
privatization of state enterprises, aided in the GDP growth rate of nearly 5% annually, but at the
same time the indices of poverty and unemployment climbed. His detractors accuse him of having
implemented an economic program that increased the unjust distribution of wealth.
In 1996, after Cavallo made public accusations that "mafias" of corruption permeated the
administration, Menem fired him (see NotiSur, 1995-09-08). Cavallo was a deputy for the province
of Cordoba in 1987-1989 and for the federal district in 1997-2001. In 1997 he founded the Partido
Accion por la Republica (PAR), and he lost a bid for the presidency in 1999 and another for governor
of Buenos Aires in 2000. However, the PAR took 10 seats in the lower house in the 1999 general
elections, making it the third-strongest party.
Former President Fernando de la Rua brought Cavallo back as economy minister in March 2001 "to
put out the fire," holding him up as the only one capable of saving the country, which was in the
midst of a deep social and economic crisis brought on by the recession that had persisted since 1998.
But Cavallo lurched from one set of austerity measures to the next, with each new adjustment more
odious to the public than the last and none of them bringing economic recovery.
Thousands of people marched through the streets last December demanding the resignations of
Cavallo and de la Rua. The minister stepped down December 20 and the president followed suit the
next day (see NotiSur, 2002-01-11). Thus Cavallo has become a symbol both of Argentina's meteoric
economic rise in the early 1990s and of its economic collapse. The hot-tempered former minister is
now the single most despised figure in Argentina since he imposed a freeze (corralito) on deposits
in December to halt a bank run. Many people have since lost large parts of their savings. Cavallo is
under investigation in more than 50 legal proceedings, including a case
involving alleged irregularities in the "megaswap" of public debt last year. He is accused of
conspiring with foreign bankers to increase Argentina's indebtedness and inflate commissions to
investment banks in return for their agreeing to renegotiate US$29.5 billion in bonds. Despite those
efforts, Argentina ended up defaulting on most of its US$141 billion foreign debt in December.
Another case involves Cavallo's order to banks to ignore court rulings overturning some provisions
of the corralito.
Opposition Deputy Elisa Carrio of Argentina por una Republica de Iguales (ARI) said in Congress
that she felt "immense happiness" at Cavallo's arrest. But she added that further action was needed,
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including treason trials for both Cavallo and de la Rua because of the way they had handled the debt
swap last year.
Ricardo Monner Sans, the lawyer who filed the original lawsuit on arms-smuggling charges in
1995, said that when Judge Speroni took over Urso's case, he might have obtained new information
implicating Cavallo and perhaps other former government officials. "It could be that the case
that did not prosper with the charge of illicit association will do so with the charge of aggravated
contraband," said Monner Sans. "If Cavallo tells the whole truth, a new complex scenario could
open up for former officials, including the former president [Menem]." Cavallo's supporters and
even some opponents said his arrest underscored the political influence in Argentina's judicial
system.
Analysts said Cavallo was not indicted with Menem last year because he was a sitting economy
minister and the judicial system was under pressure to leave him out of the investigation. Now he
has become fair game. "It shows the relative nature of justice in Argentina," said Horacio Verbitsky,
author of several books on the Argentine judicial system. "Menem was saved in the arms case
because he had friends on the Corte Suprema. But Cavallo doesn't have any friends left. That
doesn't mean he's not guilty. It just means that now Cavallo can be touched."
Julio Nudler, an analyst for the Argentine daily Pagina 12, said that "even with diminished prestige,
Cavallo continues being seen by the international establishment as one of their men in Argentina."
He said Cavallo was jailed "perhaps in an act of justice, but also for having lost the protection
that power and success afforded him, that shield of 'he steals, but he gets things done' with which
the majority justified corruption during the Menem decade." But analysts also said Cavallo's
arrest would increase the impression of judicial insecurity with the International Monetary Fund
(IMF), which had already listed judicial insecurity as a major obstacle to an agreement with the
government of President Eduardo Duhalde. Duhalde, who is struggling to stay in office in the midst
of continued public protests, is a political enemy of Cavallo.
Duhalde's allies have reportedly pressured the courts to satisfy public calls for justice by
investigating Cavallo, de la Rua, and other members of de la Rua's administration. The former
president was forced to testify in court last week on allegations that he used excessive force against
demonstrators before resigning. The judicial decision is seen by some as appeasing the angry public
whose instinct is that some of the former presidents, ministers, or bankers who led the country
into economic ruin should "pay" by going to jail. Cavallo's lawyers have filed a formal request for
a criminal investigation into the reports that his arrest was the result of pressure by Duhalde on
federal judges. Cavallo looks for international support Meanwhile, the former minister is helping
prepare his defense from his jail cell.
The Argentine press cited sources close to Cavallo who said his strategy would include enlisting
support from powerful figures abroad and presenting his arrest as another example of Argentine
judicial insecurity. They said he is also considering broadening his statement to the court to include
more details that could spread the blame to other ministers who signed the decrees and could
provide evidence against Menem.
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On April 9, the Appeals Court for Economic Crime overturned the Nov. 8, 2001, decision that led
to Menem's release for lack of evidence. This latest decision also calls for a new investigation of
Menem in the arms case. Menem called the decision "political persecution" by Duhalde.
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